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E.O. 11652:X N/A 
TAGS: EFIN, EXIM, JA 

SUBJECT: EXPORT CREDIT UNDERSTANDING 

1 . TODAYS JAPANESE PRESS (NIHON KEIZAI) REPORTS NEW AGREEMENT ON 
EXPORT CREDIT WILL BE REACHED THIS MONTH AMONG MAJOR ADVANCED 
NATIONS, BOTH MOF AND MITI OFFICIALS SAID TO PRESS THEY HAVE 
RECEIVED INFORMATION FROM ABROAD THAT ADVANCED NATIONS HAVE 
REACHED AN AGREEMENT IN PRINCIPLE ON NEW TRADE CREDIT TERMS. 

2. ACCORDING TO NEWS STORY NEW AGREEMENT WILL INCLUDE THE 
FOLLOWING TERMS: (1) MINIMUM INTEREST RATE WITH DEFERRED PAYMENT 
PERIOD OF LESS THAN FIVE YEARS, 7.75 PERCENT PER ANNUM TO 
ADVANCED NATIONS (PER CAPITA INCOME OF $3,000 AND MORE), 

7.25 PERCENT TO DEVELOPING NATIONS (PER CAPITA INCOME OF LESS 
THAN $1,000), (2) MINIMUM INTEREST RATE WITH DEFERRED PAYMENT 
PERIOD OF FIVE YEARS AND MORE, 8 PERCENT TO ADVANCED NATIONS, 

AND 7.5 PERCENT TO DEVELOPING NATIONS. GOJ OFFICIALS REPORTEDLY 
SAID ADVANCED NATIONS WILL AVOID A "TRADE WAR" BY REACHING 
AGREEMENT ON THE NEW TRADE CREDIT TERMS. GOJ OFFICIALS ALSO ADDED 
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IN PRINCIPLE, SOME DETAILS REMAIN TO BE RESOLVED IN FUTURE 
DISCUSSIONS. GOJ OFFICIALS SAID MINIMUM INTEREST RATES WITH 
DEFERRED PAYMENT PERIOD OF FIVE YEARS AND MORE WILL BE 
VARIED FROM 7.5 PERCENT PER ANNUM TO 7.75 PERCENT DEPENDING ON 
THE PER CAPITA INCOME LEVEL OF THE DEVELOPING NATIONS. SOME 
DEVELOPING NATIONS HAVE COMPLAINED THAT ADVANCED NATIONS HAVE 
TRIED TO ESTABLISH A CARTEL AMONG THEMSELVES TO IMPOSE HIGH 
INTEREST RATES ON THEM. MOF OFFICIALS ARE OPTIMISTIC ABOUT 
MEETING THAT CRITICISM BECAUSE THE NEW AGREEMENT ALLOWS 
PREFERENTIAL TREATMENT TO DEVELOPING NATIONS (THAT IS, LOWER 
MINIMUM INTEREST RATES). THIS IS A MAJOR DIFFERENCE FROM 
WASHINGTON AGREEMENT WHICH HAD THE SAME MINIMUM INTEREST RATE 
IRRESPECTIVE OF THE LEVEL OF INCOME OF THE BORROWING COUNTRY. 

3. EMBASSY WOULD APPRECIATE UP-TO-DATE REPORT ON STATUS 
OF THESE NEGOTIATIONS AND WASHINGTON VIEWS REGARDING GOJ 
SATISFACTION OR DISSATISFACTION WITH TERMS AND DETAILS OF 
THE PROSPECTIVE AGREEMENT. 
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